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November 16, 2017 

 

To the Honorable Council Members 

City of Norfolk, VA 

 

Subject: Audit of the City Manager Contingency Fund, Public Amenities Fund and the Land 

Acquisition/Revolving Fund (Report No. 18-1R) 

 

The attached report contains the results of our audit of the City Manager Contingency Fund, Public 

Amenities Fund, and the Land Acquisition/Revolving Fund to ascertain the nature of associated 

revenue, expenditures and transfers as well as the current balances. We appreciate the cooperation 

and assistance of city staff during the audit. 

 

Respectfully submitted, 
 

John H. Sanderlin, Jr 
 

John H. Sanderlin, Jr., CPA, CIA, CGFM, CFE, CGMA            

City Auditor
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Executive Summary 
We were requested by City Council on February 14, 2017 to perform a review of the City Manager 

Contingency Fund, Public Amenities Fund and the Land Acquisition/Revolving Fund to ascertain 

the nature of associated revenues, expenditures, and budget transfers as well as current balances. 1  

Prior to the commencement of the audit on February 17, 2017, the City Manager provided the City 

Council, at its request, the details for the three funds (Appendix A).  Therefore, we established as 

our overall objective to assess the reliability, reasonableness, and appropriateness of the provided 

information.  We also evaluated how funds were used to ensure consistency with established 

purposes.  We noted the following purposes:  

 

▪ City Manager Contingency Fund - This fund, in accordance with City Code, is used in 

emergency situations as certified by the city manager and under such rules of procedure as 

the council shall prescribe.   

 

▪ Public Amenities Fund – This fund is a special revenue fund designated for tourism and 

visitor destination, improvements to existing cultural and entertainment facilities, and 

planning and preparation of new venues.  The fund historically supported the Capital 

Improvement Plan (CIP), Tourism Opportunity Program (TOPS), Norfolk Consortium and 

outside agencies, Norfolk Redevelopment Housing Authority (NRHA), and The Main 

Hotel and Conference Center.  In fiscal year 2003, City Council approved a 1% increase in 

the meals and lodging tax rate to improve existing public amenities and cultural facilities, 

plan and prepare for new venues, increase tourism and attract visitors to the City.   

 

▪ Land Acquisition/Revolving Fund – This fund was created in fiscal year 2003 and was 

initially funded with $2.5 million from the sale of Stumpy Lake located in Virginia Beach, 

Virginia.  It is used to assemble land that is in the public’s interest and was envisioned to 

be used primarily for major developments.    

 

At the beginning of our audit, based on documentation obtained from city administration and 

discussions held, the City Manager Contingency Fund had a balance of $1.1 million as of January 

31, 2017. The fund is appropriated each fiscal year.  We also noted that the total fund balance for 

Public Amenities Fund and Land Acquisition/Revolving Fund balances, as of January 31, 2017 

were $21.1 million and $5.3 million, respectively.2    

 

During the audit, we focused our attention on the following:   

  

• reliability of the information provided to City Council by the City Manager on February 

17, 2017 (Appendix A); 

                                                           
1 The three funds (City Manager Contingency Fund, Public Amenities Fund and the Land Acquisition/Revolving 

Fund) are not considered funds for financial reporting purposes.  However, the Public Amenities Fund is considered 

a Special Revenue Fund. 
2 The City Manager Contingency Fund and the Land Acquisition/Revolving Fund balances were traced to the 

information obtained from the City Manager (Appendix A), and reconciled to the city’s financial accounting system, 

AMS.  We could not trace the Public Amenities Fund information received from the City Manager, however, we 

reviewed AMS reports, and discussed our recalculation of the fund balance with the Finance Department staff to 

obtain a more accurate fund balance amount.        
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• reasonableness and justification of transactions (revenues and expenditures); and 

 

• appropriateness and use of funds in accordance with City Code, ordinances or City Council 

priorities.  

 

Based on our audit, we found the information the City Manager provided to City Council 

pertaining to the City Manager Contingency Fund, Public Amenities Fund, and the Land 

Acquisition/Revolving Fund to be reliable.  In addition, transactions processed through the three 

funds were reasonable, appropriate and consistent with the purpose and intent established by 

applicable ordinances or City Council priorities.  However, we did observe, over the last five fiscal 

years, a shift in the pattern of spending within the Public Amenities Fund from community 

sponsored programs and projects to large CIP projects. Also, we found no evidence that previous 

city managers had provided in writing on a quarterly basis to the City Council contingency fund 

activities along with a statement of facts constituting the emergency, as required by City Code 

Section 79.3  

 

We discussed our results and conclusion with Gregory Patrick, Director of Budget and 

Management, on August 17, 2017.  We also provided a copy of our draft report to Wynter Benda, 

Chief Deputy City Manager, and Catheryn Whitesell, Deputy City Manager, on September 28, 

2017. We have included City Management’s response as Appendix B of this report. Former 

Deputy City Auditor Tammie Dantzler, Deputy City Auditor Bradford Smith, and Assistant City 

Auditor Michael Helmke conducted the audit under the general direction of City Auditor John 

Sanderlin, Jr.   

 

 

Background 
City management presents an annual financial plan (operating budget) to the City Council, which 

includes several funds of the City and CIP.  Also presented in the annual financial plan is the 

Housing Urban and Development (HUD) Block Grant Programs.  This operating budget also 

includes several priorities such as the purchase of land for various projects that are in the public 

interest and support of the mission of the Public Amenities Fund. The Land Acquisition/Revolving 

Fund is funded through the sale of land and parcels while the Public Amenities Fund receives 

revenue from the 1.0 percentage point increase in the meals and lodging tax rate.  There are also 

unplanned or emergency events that could occur during the fiscal year and accordingly the budget 

includes an annual appropriation (City Manager Contingency Fund) from City Council to mitigate 

the risk associated with unforeseen challenges.     

 

City Manager Contingency Fund 

The City Manager Contingency Fund is funded by annual appropriations from City Council and 

is intended to serve as a financial resource when an emergency occurs.  In accordance with Norfolk 

City Code Section 79:  

                                                           
3 City Code Section 79-Contingent Fund notes annual appropriations are made for a contingent fund to be used by the 

City Manager for emergency situations.  Further, when monies are used from this fund, the City Manager needs to 

report what was spent to City Council on a quarterly basis. 
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Provision shall be made in the annual budget and in the annual appropriation 

ordinance for a reasonable contingent fund under the exclusive control of the city 

manager to be expended for use in the administration of the city's affairs in 

emergency situations as certified by the city manager and under such rules of 

procedure therefore as the council shall prescribe. The city manager shall at least 

once in each quarter report to the council in writing all such emergency payments 

together with a statement of the facts constituting the emergency in each case. 

 

Public Amenities Fund 

The Public Amenities Fund was established to improve existing public amenities and cultural 

facilities, plan and prepare for new venues, and increase tourism and attract visitors to the City.  In 

fiscal year 2003, City Council approved a one percentage point increase in the meals and lodging 

tax rate.  The revenue generated from the meals and lodging tax increase are accounted for in a 

special revenue fund.  Through the years, the fund supported CIP to enhance visitor attractions and 

cultural facilities; TOPS to increase tourism and visitors to the city; Norfolk Consortium and 

outside agencies; NRHA relocation program; and The Main Hotel and Conference Center. 

 

Land Acquisition/Revolving Fund 

The Land Acquisition/Revolving Fund was established to be used primarily for major 

developments.  This fund was created in fiscal year 2003 for purchasing land that is in the public’s 

interest.  Land acquired and subsequently resold would be credited to the fund creating a perpetual 

self-sustaining acquisition account.  The initial funding of $2.5 million was obtained from the sale 

of Stumpy Lake in Virginia Beach, Virginia.  

 

 

Objective, Scope and Methodology 
The overall objective of the audit was to assess the reliability, reasonableness, and appropriateness 

of the information the City Manager provided to the City Council on February 17, 2017, regarding 

the City Manager Contingency, Public Amenities, and the Land Acquisition/Revolving Funds 

(Appendix A).  We also evaluated the use of the specified funds to ensure consistency with 

established purposes and intent. 

     

The audit period covered fiscal years 2010 through 2017.  We performed the following to 

adequately address the audit objective: 

 

• reviewed ordinances to determine the purpose and intent of the funds; 

 

• performed an analysis of the expenditures to ensure they aligned with the intent of the 

funds; 

 

• discussed budgetary and financial processes with the Director of Budget and Management 

and the Director of Finance;  

 

• reviewed budget ordinances to ensure budget appropriations for capital improvement 

projects complied with city code; 
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• reviewed memoranda and support documentation to verify emergency expenditures of the 

City Manager Contingency Fund were reasonable, complete, valid and complied with city 

code; 

 

• reviewed support documentation, public hearing information, applicable ordinances and 

contracts that supported expenditures for the acquisition and purchase of land;   

 

• coordinated with the external auditors to gain an understanding of any issues they may 

have discovered in their annual audit of the city’s financials;  

 

• communicated with various employees to determine if they were aware of the report the 

City Manager is required to provide to City Council concerning emergency expenditures; 

and 

 

• reconciled the information received to the City’s financial accounting records and reports 

(Detailed General Ledger for Revenues, Summary Trial Balance by Fund, Detailed General 

Ledger for Expenses, etc.).  

  

Based on the work performed, we concluded the data was sufficiently reliable for the purposes of 

this report. 

 

In addition to the three funds we reviewed, the City Manager’s information provided to City 

Council included financial data for Risk Management.  We did not review this data as it was not 

part of the request from City Council.  Also, the Public Amenities Fund balance received from the 

City Manager did not reconcile to the balance in AMS.  Therefore, to adequately review the Public 

Amenities Fund information provided and assess why there was a difference, we reviewed AMS 

reports and recalculated the fund balance by using fiscal year 2016 unrestricted and restricted fund 

balance amounts, revenues and expenditures of the fund, and the accrual accounts receivable 

posted from July to December of fiscal year 2017.  We discussed this recalculation with the 

Finance Department staff.  Finance staff stated there would be a reconciling difference between 

the Generally Accepted Accounting Principles (GAAP) Basis and the Budget Basis of accounting 

because the GAAP Basis posts expenditures when incurred and considers encumbrances as 

opposed to the Budget Basis where expenditures are posted when paid.  

 

We conducted this performance audit in accordance with generally accepted government auditing 

standards. Those standards require that we plan and perform the audit to obtain sufficient, 

appropriate evidence to provide a reasonable basis for our findings and conclusion based on our 

audit objective. We believe that our evidence provides a reasonable basis for the conclusions based 

on our audit objective. 

 

 

Conclusion 
Overall, we found the information the City Manager provided to the City Council to be reliable, 

reasonable, and appropriate as related to the City Manager Contingency Fund, Public Amenities 

Fund, and the Land Acquisition/Revolving Fund.  Also, we found associated revenues and 

expenditures processed through the funds aligned with ordinances or other established purposes.  
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From our audit, however, we observed a shifting in spending priorities involving the Public 

Amenities Fund and the lack of reporting expenditures from the City Manager Contingency Fund 

to City Council.  Details of our observations are below.  

 

Public Amenities Fund - A Shifting in Spending Priorities 

In most recent years, there was a shift in the projects the Public Amenities fund supported.  While 

in the past outside agencies received funding through the Tourism Opportunity Program (TOPS) 

grants and the funds provided to Norfolk Consortium, in fiscal years 2015 through 2016 the fund 

only supported capital improvement projects and the conference center (The Main).  We recognize   

city administration makes recommendations and council set priorities for this fund.  However, 

consideration should be given to the overall impact of withdrawing support from smaller agencies 

that promote tourism, cultural, arts and entertainment activities in Downtown Norfolk, which 

directly aligns with the purpose and the intent of establishing the fund.  

 

City Manager Contingency Fund -  Reporting to City Council 

Per the City Code, Sec. 79 – Contingent Fund, the City Manager is required to report to council 

on a quarterly basis, all emergency payments from the City Manager Contingency Fund.     During 

our audit, we made several attempts to locate evidence and requested information from City 

departments to support compliance with this provision of the code, however, we were 

unsuccessful.  Although we did not obtain sufficient documentation that the council was properly 

informed of the fund activities, the transactions appeared to be in accordance with the code.  As 

such, if a process is not in place to inform City Council of emergency payments from this account, 

we recommend one be implemented.  This will increase accountability and transparency.  Lastly, 

we did not find any rules of procedures established by the council governing the use or monitoring 

of the contingency funds.   

 

As indicated in Appendix B, management has responded favorable, and plans to implement our 

recommendations.    
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